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Restructuring and Consolidating Retirement 
Savings 
 
With passage of the Economic Growth and Tax Relief 
Reconciliation Act and the Pension Protection Act, legisla-
tion has been focusing on encouraging retirement savings 
and making it easier for participants to restructure or con-
solidate their retirement savings plans.  NDPERS has in-
corporated certain provisions of the act that affect the de-
ferred compensation plan.  These are the purchase of ser-
vice and rollover/transfer options.    
 
The purchase of service allows an employee to use pretax 
rollover or transfer monies from qualified plans to buy ser-
vice in the 401(a) defined benefit plan.  In addition to 457 
deferred compensation plans, other qualified plans include 
401(a), 401(k), 401(c) Keogh, 403(b), FERS, and tradi-
tional IRAs.  The rollover/transfer of funds from the 457 
plan to the defined benefit plan is a non-taxable event.     
To purchase service under these provisions, the employee 
must complete SFN 52059, Rollover/Transfer Request for 
Service Credit Purchases form.  The form is available 
through the PERS office.  You, as the agent representa-
tive, are required to complete Section 3 on the request to 
purchase form. The completed form must be sent to 
PERS for approval and a copy is returned to you as the 
agent of record.  You are responsible for forwarding the 
approved form to the provider company for processing.   
The purchase of service credit is a time sensitive process 
and must be completed within a 90-day period or the proc-
ess must be started again from the beginning, which can 
result in a higher cost for the member. 
 
Two other consolidation or restructuring tools available are 
the rollover of funds and plan to plan transfers.  The 
NDPERS deferred compensation plan accepts a rollover  
of pre-tax funds from other qualified plans to include 401
(a), 401(k), 401(c) Keogh, 403(b), 457(b), FERS and tradi-
tional IRA’s.   
 
A plan to plan transfer of funds is allowed between eligible 
providers participating with the NDPERS deferred com-
pensation plan.  Both the rollover and plan to plan transfer 
options can be initiated by completing the NDPERS
Rollover/Transfer form SFN 50177 available on our 
web site at www.nd.gov/ndpers. After this form is 
processed by NDPERS, it is sent to the provider company.  
The request must be effected within 30 days as prescribed 

by the National Association of Securities Dealers (NASD) 
Rules of Fair Practice or 15 U.S.C. § 80a-22(e).   
 
Both the PERS forms discussed in this article are applica-
ble to active employees. Neither form is required for em-
ployees who have terminated employment. 
 
 
Upcoming Training Dates 
 
Training will be offered in the fall at the following locations 
on the dates indicated.  You will receive an invitation 
closer to the training date, but please mark your calendars 
early to ensure you have that time open to attend.   
 
Bismarck 9/10 & 9/11 Pioneer Room, State  
    Capitol 
Grand Forks 9/25  Holiday Inn 
Fargo  9/26  Doublewood Inn 
Williston 9/26  Marquis Plaza & Suites 
Minot  9/27  Holiday Inn 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



How PEP Happens?   
In a nut shell… 

 
 
 
Many of you have 
heard the explana-
tion of how PEP 
works for NDPERS 
members.  We 
thought you might be 
interested in under-
standing what hap-

pens as the PEP contributions are received in the 
NDPERS office.  NDPERS receives a report of each em-
ployer’s participants in deferred compensation (457 or 
403(b) plans). This detail includes the member’s name, 
social security number, provider company, and amount 
that is being contributed each pay period.  
 
NDPERS  receives this information in several different 
formats: 
            ~ Interface from PeopleSoft 

      ~ Transmittals of Deduction 
      ~ Electronic Files-ftp 

 
Accompanying this detail are the funds that our office will 
forward to the appropriate provider company, based on 
the approved authorization from the employee using ei-
ther the SFN 3803 Participant Agreement or the Expe-
dited Form. 
 
NDPERS does not receive the funds for those who 
contribute to 403(b) or other non-NDPERS 457 plans, 
BUT the detail is reported to us so a member’s  contri-
butions can be tracked to ensure they also will benefit 
from the PEP vesting option. 
 
Based on the details NDPERS receives, nightly computer 
updates are run that will update each individuals de-
ferred compensation history for the amount indicated 
on the detail for that particular pay period 
 
Interest update rolls around approximately the 20th of 
each  month. This process updates the employee’s Re-
tirement Plan by calculating interest at 7.5% annually, 
compounded monthly. Also, this process will allocate a 
portion of the Employer’s retirement contribution to the 
Member’s Account  based on what has posted to the 
individual’s deferred compensation history.  
 
If nothing was posted to an individual’s deferred com-
pensation account for a month (or obviously if an individ-
ual has no deferred comp account), there is  no portion of 
the employer contribution allocated to the member’s ac-
count for that month.  Rather, the entire Employer Contri-

bution (4.12%) is allocated to an aggregate pool of  Re-
tirement Funds (accessible only if a participant draws a 
monthly pension from PERS at retirement age.)  
 
Of the 4.12% of the Employer’s Contribution, a participant 
can vest up to 4% into the Member Account. The percent-
age is determined by a vesting schedule that is based on 
years of service. 
 
LUMP SUM DEFERRAL OF ANNUAL LEAVE 

OR SICK LEAVE 
 

Deferral to a 457 account of employee lump sum pay-
ments for accrued annual leave and sick leave is becom-
ing increasingly appealing as a means of avoiding the 
high taxation of these payments.  The NDPERS Partici-
pant Agreement for Salary Reduction SFN 3803 is the 
form that will facilitate this lump sum deferral.  NDPERS 
has revised the form to include a “lump sum deferral” se-
lection indicator. 
 
Consistent  with all monetary changes affecting the em-
ployee’s 457 Deferred Compensation Plan deferral, the 
Participant Agreement form SFN 3803 must be completed 
the month prior to the month in which the transaction will 
occur.  If the employee terminates employment in the 
month of July and is deferring the lump sum payment, the 
employee would need to have signed the form in June for 
wages earned in July and paid in August. 
 
These lump sum payments are subject to FICA taxes.  
The employee is encouraged to work with the payroll of-
fice to determine the amount of funds eligible for deferral 
after the taxes are computed.  PERS  does not track em-
ployee sick leave or annual leave; each individual agency 
will track leave for their employees. 
 
The amount of the lump sum deferral is indicated in Sec-
tion 5 of the form.  If deferring both annual leave and sick 
leave lump sum payments, a single figure should be en-
tered in Section 5.   The aggregate amount for the regular 
monthly deferral and the lump sum deferral cannot ex-
ceed the IRS maximum for the calendar year.  To deter-
mine the limit, refer to the back of form SFN 3803. 
 
NDPERS appreciates the service you provide to partici-
pants of the NDPERS 457 Deferred Compensation Plan.  
All deferred compensation plan forms, except the Pur-
chase Rollover form and the Financial Hardship form can 
be found on the PERS web site at www.nd.gov/ndpers.  
To obtain forms not available on our web site, please call 
the NDPERS office. 
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